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Abstract 
For an economy to be healthy as a whole, it is necessary that all parts to be healthy, in turn. A good financial condition at 
micro level contributes to a good financial condition at macro level, but the favorable evolution of the macroeconomic 
variables contributes to the proper functioning of a business, too. Therefore, maintaining firms’ financial equilibrium is 
absolutely necessary. Moreover, under globalization, maintaining economy’s equilibrium has become a global issue whereas 
a national problem in the economy can affect the world economy. The impact of the financial crisis, unleashed in 2007 in the 
United States, on the world economy raises many controversies and questions. This is why it will be a topic debated for a 
long time from now on. Having as starting point the banking crisis, the effects of the global financial crisis have been 
propagated in Romania starting with October 2008. The delay took place due to the lower level of financial markets` 
development compared with developed countries. So, it is important to capture the ability of maintaining firms’ financial 
equilibrium given the fact that one of the most important branches of the economy – the banking system - shows strong 
shocks. In other words, this paper analyses to what extent have companies felt the shocks and risks from the banking sector 
(which is closely related to them)? Furthermore, the consequences of the financial crisis on the enterprises` financial results 
in the Romanian economy will be identified. Therefore, the main purpose of this work is to capture the macroeconomic 
variables’ impact on the firms’ ability of maintaining balance in terms of debt service and yield results. This includes 
identifying any existing imbalances and finding solutions to restore balance and obtain performance. The main objective of 
an enterprise management is to achieve high company performance. So, the micro and macro financial indicators have a key 
role in measuring the companies’ financial position. 
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This study shows that maintaining balance becomes indispensable to the national economy and captures the financial shocks 
influence on the microeconomic equilibrium where business capacity to deal with the effects of the financial crisis has a 
crucial role. 
 
© 2015 Published by Elsevier Ltd. Selection and peer review under responsibility of Emerging Markets Queries 
in Finance and Business local organization. 
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1. Introduction 
The financial crisis, unleashed in 2007 in the United States, generated the need of a detailed analysis of the 
financial statements, which provide the weaknesses from the financial system timely. The crisis’ effects have 
been propagated immediately within the banking sector, generating a systemic risk, which was felt in Romania, 
in late October 2008, due to the low level of development of financial markets compared with developed 
countries. 
Moreover, in the literature, this phenomenon was called bank run. This refers to the situation when there is 
information concerning payment difficulties of a banking institution. In that case its lenders will require 
immediate and full repayment of the amounts available. Liquidity crisis in case of a bank can be generated by 
psychological factors, too. When a large number of depositors are going to withdraw their deposits and the bank 
cannot honor the requests a banking crisis can be unleashed. 
When the crisis is expanding from one bank to several banks from the banking system, this event unleashes 
panic. If the panic surrounds the whole system, then it is about systemic banking crisis. This phenomenon has 
devastating effects over all of the economic agents involved in the financial system, but especially over the 
corporate sector whose activity depends on national production. 
The financial crisis and its implications have been discussed widely in the literature. Some studies are talking 
about the causes and the consequences of the global financial crisis (Kolb, 2010) and are drawing some new 
orientations and recommendations for the future (Kolb, 2010, Helleiner, 2011). There are also works that are 
analyzing the firms’ financial situation during the financial crisis. Their findings are interesting: credit lines eased 
the impact of the financial crisis on corporate spending (Campello et al., 2011), credit constraints have a serious 
impact on the real firm behavior (Campello et al., 2010) the methods of financial stability assessment at micro 
level should be revised (Bezemer, 2010), the health of financial institutions is an important factor in determining 
a firm’s exports during crises (Amiti and Weinstein, 2011), the fair value accounting standards have a key role 
during the crisis (Kothari and Lester, 2012). 
The effects of the financial crisis on the industrial production have been studied by a large number of works 
and papers. Some studies (Antonescu and Popa, 2012) are showing that the industry in Romania has entered into 
a decline similar to the global one starting with November 2008. This fact has been aggravated by the profound 
process of deindustrialization which Romania has experienced in recent years.  
Regarding the relationship between the financial sector and industry, there are studies (Manova, 2013) that are 
highlighting the way that a weak financial system influences the economic growth because of credit constraints 
and are also discussing the implications of financial constraints on industrial research (Thorwarth et al., 2011) or 
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2. The systemic risk’s implications    
Systemic risk caused by the financial crisis has affected all categories of participants involved on the banking 
market (depositors and other creditors, borrowers, shareholders, managers and supervisors). Distortions, 
imbalances created by the banks’ insolvency have had and still have severe effects over the whole economy. The 
interdependent sectors are more seriously affected. 
The effects of systemic risk installation are: 
a) The decrease of intermediation degree (financial disintermediation). 
Therefore, the banking system is witnessing a decline in the confidence of individuals, but mainly of 
corporations which leads to the withdrawal of deposits. The number of companies that request funding is 
decreasing and investment is declining. The decrease in investments generates a chaos in the use of available 
resources and a disclaimer in profitable activities. As a result, the investors were discouraged. 
b) The increase in interest rates.  
The instability of the banking system entails an increase in the risk which must be compensated by an increase 
in interest rates. Insolvent banks will increase interest rates to attract depositors. As a result, the phenomenon of 
adverse selection appears which operates both in boom periods and in periods of credit contraction. Thus, the 
firms are discouraged to invest due to the phenomenon of bank run. Consequently, the banking system is facing 
the loss of confidence in the credit institutions that do not even have the ability to provide profitable loans. 
c) Fiscal and monetary distortions. 
The costs shall be borne, in most countries, by governments either through nationalization, either through 
grants. All these have negative consequences on the business sector. 
d) The decrease of the effectiveness of macroeconomic policies. 
Thus, monetary and fiscal policies have implications for the management of state resources. 
e) Losses in GDP. 
These losses can affect not only the country production, but also the production of a branch or a firm. 
 
3. The ability of firms to maintain balance in terms of debt service and yield results - the Romanian 
industrial production 
At the time of setting up a business, regardless of its size, it should be considered: the proportion and type of 
long-term investment; the sources of funding for long-term investments; the method of daily work (receipts and 
payments). The financial crisis has affected indirectly these important features through the financial sector which 
is in close contact with corporations. For this reason it is very important to analyze a smashing factor which is 
the rate of non-performing loans for the Romanian economy (and especially the industrial production), but also 
the impact of macroeconomic variables. The last indicate the health of the entire financial system. 
The investments show the development of a company and involve the most important decisions made by 
management level. They help the company and the entire sector of activity to cope with the economic reality and 
technological development. Investment decision is difficult because it has to take into account several factors, 
such as: turnover, market share, industrial production indices, capacity of self-financing, interest rate lending 
facility, inflation rate, banks criteria for granting loans, factors arising from business diagnosis, as well as the 
macroeconomic reality. Therefore, for the efficient management of an enterprise, managers must take into 
account both internal factors and external factors that influence the activity of a company or a sector of businesses. 
This phenomenon is remembered in the literature (Triandafil and Brezeanu, 2009) by highlighting the impact of 
microeconomic and macroeconomic variables on enterprises, but also on the economy as a whole, since the first 
episodes of global financial crisis. 
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According to the European Central Bank, in cooperation with the central banks of the European System of 
Central Banks, macroeconomic indicators, which monitor the financial soundness of the banking sector at the 
European level, have a great sphere of coverage: internal factors (profitability, capital adequacy, demand and 
supply elements, risk concentration, risk assessment in the light of market indicators), external factors (financial 
vulnerability, fluctuations in the value of assets, monetary issues), elements of contagion (interbank market) (see 
Appendix A). Prior to the start of the financial crisis in Romania, the economic growth had a positive impact on 
the corporate environment, creating an environment favorable for jobs, innovation, research, development. 
Starting with 2008 the recession has led to bankruptcy of many companies. 
On the other hand, corporations have influenced the level of GDP (in terms of state securities). Thus, a low 
interest rate facilitates access to financing for companies, while ensuring an adequate level of liquidity and 
sustainable growth. A high interest rate discourages firms from achieving operational and investment activities. 
In the Romanian case, it is about a recession, plus inflation and, consequently, an increase in interest rates. These 
cause a debts burden hard to bear by industrial sector, generally and by companies borrowed, especially. 
 
3.1. The methodology and the data used 
In this regard, we have conducted a study on the impact of macroeconomic variables: the interest rate lending 
facility, inflation rate, non performing loans ratio, the real exchange rate EUR/RON on Romanian industrial 
production. The data were retrieved from the website of National Institute of Statistics and National Bank of 
Romania (see Appendix C).  
So, this study aims to capture the financial system’s ability of maintaining the balance, especially in the 
industrial sector, in terms of liability (non-performing loans) and yield results (industrial production indices) for 
the period June 2008 to June 2013. We used monthly data to capture the short-term fluctuations of the non-
performing loans portfolio and the enterprises’ financial results, since the early stages of the global financial 
crisis.  In order to eliminate these seasonal processes and highlight the impact that one variable has on other 
variables, time series have been seasonally adjusted, but also stationary. 
3.2. The estimation of indicators 
In order to capture the firms’ ability of maintaining financial equilibrium given that one of the most important 
branches of the economy shows strong shocks, we need to analyze a variable of the crisis – non - performing 
loans - whose variations indicate the health of the financial system. As can be seen in Appendix C, the value of 
this indicator has gained a steep rise for a small period of time, i.e., June 2008-June 2013. 
So, the purpose of the present study is to capture to what extent companies have felt the shocks and risks from 
the banking sector (which is closely related to them) through the variation of the some crisis indicators. Moreover, 
another issue is to determine to what extent the macroeconomic variables may influence the situation of 
Romanian industrial production during the financial crisis. Furthermore, the impact of the financial crisis on the 
enterprises’ financial results in the Romanian industrial sector will be identified. 
 Next, we estimate, with the help of a multiple regression, the correlation between these factors and their 
impact on the industrial sector. The dependent variables are the industrial production indices. The explanatory 
variables (the independent variables) are:  the interest rate lending facility, inflation rate, non performing loans 
ratio and the real exchange rate EUR/RON. 
 
 
By estimating parameters (see Appendix B), the following formula is obtained: 
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Ǔ = 2,023623 – 0,661056*interest rate lending facility + 0,009273*inflation rate – 0,059398*non performing 
loans ratio – 0,205524*real exchange rate EUR/RON 
 
Shocks associated with such macroeconomic indicators are relevant as they have a strong impact on the 
financial system soundness and on the corporate system. As can be seen in the above equation, there is a direct 
relationship between the dependent variable - the industrial production - and the inflation rate and an evolution 
in the same way. Also, a relationship in the opposite direction can be seen between the other independent 
variables and the dependent one. 
Assuming that macroeconomic variables do not influence the industrial production indices in any way and its 
coefficient are zero, the modification of industrial production indices would record a weight of 2,023623 
percentage points. But, in the current situation, we cannot speak about null values for these macroeconomic 
variables, because, from an economic point of view, it is not possible. Thus, according to the equation above, 
2,023623 percentage points represent the proportion of industrial production which cannot be explained by the 
modification of macroeconomic variables. 
Taking into consideration the trend of other macroeconomic factors, it can be said that a change by one 
percentage point in inflation rate determines the modification in the same way with 0,9273% for Romanian 
industrial production. The inflation rate has major implications on the contraction or expansion of economic 
activity. This positive correlation between the dependent variable-the industrial production and the inflation rate-
variable can be explained through the fact that debtors (here corporations) are advantaged in an inflation case. In 
other words, they will return the loan to the bank with a lower purchasing power. Under these conditions, 
industrial production also registered an uptrend.  
Otherwise, it can be observed that a change by one percentage point in interest rate lending facility, non 
performing loans ratio and real exchange rate EUR/RON determines the modification in the opposite direction 
with 0,661056 percentage points, 0,059398 percentage points, respectively 0,205524 percentage points for 
industrial production.  
Fluctuations in interest rate lending facility have a significant impact on the cost of capital and attractiveness, 
both at internationally and nationally level. The most harmful effect is given by high volatility of capital flows. 
Considering the inverse relationship between interest rate lending and the industrial production indices, the 
lending facility has been affected and, consequently, the volume of bad loans has increased considerably. As a 
result, corporations have a restraint in resorting to more investment, which has had adverse consequences on the 
development of economic activity, both at the enterprise level and at the level of activity sector. In other words, 
at the national level, economic activity and production has dropped considerably. 
If, in 2009 the share of non-performing loans was situated around 7,8%, the percentage has tripled in 2013, 
reaching up to 21%. Taking into account the deterioration of the internal and external economic climate since the 
beginning of the global financial crisis of 2008 and so far, there is a decrease in demand for loans and a worsening 
in debt portfolios held by commercial banks on banking and non-banking clientele. In other words, there is a 
decrease in demand for financing of companies and also a worsening in maintaining the balance of financial 
capacity. Moreover, the high rate of nonperforming loans emphasizes the financial crisis’ effects in terms of 
contracting of the economic activity. 
The exchange rate shows the effect of foreign currency credit on the loans portfolio, adverse effect generated 
by the management of debt service. Whereas the real exchange rate expresses the relative price of a basket of 
goods, it does not have a unit of measurement. This is an important economic indicator because it proves a 
country's competitiveness. Thus, the real depreciation of the national currency, which is equivalent to raising the 
real rate RON/EUR, causes price rising of European basket goods compared to the Romania’s one. Extended on 
credits, this growth suggests a price increase in foreign currency loans, which encourages credits in national 
currency and discourages foreign currency loans, although the purchasing power of RON decreases in the 
European area.  
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Given the still poor situation of Romania, we must give great importance to the estimation models used. So, 
in order to establish the validity of the model by using the F Test, it is observed that the probability of the F-
statistic (Prob = 0,000006 < 0,05) (see Appendix B) fits in the limits of the confidence level. This fact suggests 
that the H1  hypothesis is respected and it is said, with a 95% probability, that the model is valid. So, there is at 
least one independent variable which may explain the variation in the dependent variable. 
Another indicator (see Appendix B) that helps to express the correlation between variables included in the 
model is the ratio of determination, R-squared, but also its derivative, Adjusted R-squared. According to the 
estimation of the variables, the ratio of determination records a value of 0,404595 and the adjusted R-squared is 
0,362066. So, we can say that 36,20% of the variance in percent of Romanian industrial production, for the period 
June 2008 to June 2013, is explained by the variation in percent of the interest rate lending facility, inflation rate, 
non performing loans ratio and the real exchange rate EUR/RON. 
Using the tests listed above, we were able to verify the extent to which the macroeconomic indicators influence 
the industrial sector. However, this is not enough if the estimated errors in this model are considered. This is why 
the Durbin-Watson Test is needed further. Using it enables autocorrelation errors to be appreciated. 
In the present case, the estimated amount with the help of the Durbin-Watson stat is 1.511618. So, the value of 
the DW is around 2 and we can say that the errors are not correlated. Therefore, the conclusions drawn, using 
this model, are pertinent.  
4. Conclusions and future research directions 
The financial crisis, which started in the U.S.A., has an important track not only for Romania, but for the 
global economy, too. It has directly affected the financial intermediation sector. Corporate sector was affected, 
in particular, as a result of the interdependence relationship with the banking system. Most often the unleashed 
bank crisis is associated with a high proportion of bad loans in the total assets of financial institutions. Hence, 
empirical studies in the literature have highlighted a set of indicators (micro and macro) which stay at the banking 
crisis origin. These factors’ influence extends especially on the industrial production. The entire economic 
activity of a country depends on it. 
Given the considerable role that the enterprise has within an economy, this study considers that maintaining 
balance at micro level becomes indispensable to the national economy. There are several factors that influence 
the health of the entire financial system. They affect both the microeconomic area (profitability, capital adequacy, 
demand and supply factors, etc.), as well as the macroeconomic one (the interest rate lending facility, inflation 
rate, non performing loans ratio, the real exchange rate, etc.). This study showed how the context outside the 
company, amid the financial crisis, has influenced its financial activity. In other words, maintaining the 
corporations’ financial equilibrium in terms of debt burden becomes heavier. Particularly, loans in foreign 
currency remains a goal more difficult to achieve. This mismatch of assets and liabilities in the balance sheet of 
a company produces imbalances that affect the whole financial situation. Furthermore, the lack of financing from 
the banking sector worsens the firm’s disability. 
The financial crisis had caused an imbalance in the banking sector, but has also affected indirectly the 
corporate environment - in this case the Romanian industrial sector. Thus, it has been generated a systemic risk 
that has affected much of Romania’s economic activity.  So, the paper tried to capture the financial shocks` 
influence on the equilibrium of an industrial sector in the context of the financial crisis. Considering the fact that 
during the reporting period (June 2008 to June 2013) the industrial production has recorded a constant trend, it 
must be taken into account different ways to refine the indicators that underlie the analysis of the industrial 
sector’s development. 
Therefore, the present research has its usefulness in providing support in order to analyze the factors affecting 
the industrial sector’s financial activity, as a result of the financial crisis. Also, it provides support in the 
grounding of managerial decisions in such a way that the financial stability of companies will not be affected. 
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There are numerous possibilities for the development of this research. The model developed in this work may 
have applicability within other sectors of activity and could be extended to a large number of countries.  
 
Appendix A. Macro-prudential indicators determined by the ECB 
 
Types of indicators The number of indicators and their significance 
A. Internal factors 
1.profitability, capital adequacy, balance of trade 
indicators 
38 indicators (dynamics and structure of incomes and expenses, efficiency, 
profitability, revenue, these expenses share in total assets) 
18 indicators (the structure of assets and debt, liabilities) 
18 indicators (capital adequacy, asset quality, provisions) 
2. elements of supply and demand 7 indicators (interest rates, interest margin) 
3. risk concentration 25 indicators (rate of credit`s growth, focusing on sectors of activity, 
aggregated lending, non-governmental loans) 
18 indicators (investments in fixed-income securities, stocks, loans` 
currencies and maturity structure, exposure to global credit risk) 
14 indicators (liquidity risk, exposure of EU Member States to countries 
newly integrated, exposure to market risk) 
4. risk assessment in the light of market indicators 8 indicators (yield spread, the bank's rating, the probability of default) 
B. External factors 
1. financial vulnerability 15 indicators (the total debt of the companies, the rate of savings) 
2. fluctuations in the value of assets 5 indicators (indices, real estate indexes) 
3. money matters 10 indicators (GDP` rate of growth and its components, the evolution of 
unemployment, of interest rates, of exchange rate, the consumer price index) 
C. Elements of contagion 
The interbank market 3 indicators (interbank debt, the share of the assets of the first 3, 5 banks in 
terms of interbank exposure) 
 
Source: Gersl A., Hermanek J. (2006) – “Financial stability indicators: advantages and disadvantage of their use in the assessment of 
financial system stability” 
 
 
Appendix B.  The estimation of indicators 
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Appendix C.  Case study: the interest rate lending facility (%), inflation rate (%), non performing loans 




Period of reference 













1 June 2008 14.00 8.61 2.53 3.6330 1.04 
2 July 2008 14.00 9.04 2.69 3.5759 1.02 
3 August 2008 14.25 8.02 2.59 3.5158 1.02 
4 September 2008 14.25 7.30 2.65 3.6351 1.03 
5 October 2008 14.25 7.39 2.94 3.7965 1.01 
6 November 2008 14.25 6.74 3.51 3.8202 0.93 
7 December 2008 14.25 6.30 4.39 3.9660 0.90 
8 January 2009 14.25 6.71 3.92 4.3043 0.90 
9 February 2009 14.00 6.89 4.13 4.4129 0.92 
10 March 2009 14.00 6.71 4.52 4.4497 0.93 
11 April 2009 14.00 6.45 4.57 4.3872 0.93 
12 May 2009 13.50 5.95 4.29 4.3623 0.96 
13 June 2009 13.50 5.86 4.62 4.4251 0.96 
14 July 2009 13.00 5.06 4.67 4.3976 0.97 
15 August 2009 12.50 4.96 4.42 4.4059 0.98 
16 September 2009 12.00 4.94 6.46 4.4456 0.97 
17 October 2009 12.00 4.30 6.79 4.5239 0.97 
18 November 2009 12.00 4.65 7.13 4.5630 0.97 
19 December 2009 12.00 4.74 7.89 4.5240 0.97 
20 January 2010 11.50 5.20 8.42 4.1409 0.97 
21 February 2010 11.00 4.49 8.91 4.1179 0.95 
22 March 2010 10.50 4.20 9.11 4.0879 0.97 
23 April 2010 10.50 4.28 9.32 4.1285 0.99 
24 May 2010 10.25 4.42 9.88 4.1743 0.97 
25 June 2010 10.25 4.38 10.22 4.2396 1.02 
26 July 2010 10.25 7.14 10.53 4.2611 1.00 
27 August 2010 10.25 7.58 11.24 4.2389 0.99 
28 September 2010 10.25 7.77 11.68 4.2642 1.02 
29 October 2010 10.25 7.88 11.56 4.2798 1.04 
30 November 2010 10.25 7.73 11.69 4.2931 1.04 
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31 December 2010 10.25 7.96 11.85 4.2925 1.05 
32 January 2011 10.25 6.99 11.98 4.2622 1.06 
33 February 2011 10.25 7.60 12.55 4.2472 1.07 
34 March 2011 10.25 8.01 12.71 4.1646 1.08 
35 April 2011 10.25 8.34 12.88 4.0992 1.06 
36 May 2011 10.25 8.41 13.01 4.1120 1.08 
37 June 2011 10.25 7.93 13.36 4.1929 1.06 
38 July 2011 10.25 4.85 13.63 4.2405 1.08 
39 August 2011 10.25 4.25 13.87 4.2501 1.10 
40 September 2011 10.25 3.45 14.19 4.2820 1.08 
41 October 2011 10.25 3.55 14.24 4.3238 1.09 
42 November 2011 10.00 3.44 14.31 4.3536 1.09 
43 December 2011 10.00 3.14 14.34 4.3267 1.08 
44 January 2012 9.75 2.72 14.60 4.3428 1.10 
45 February 2012 9.50 2.59 15.15 4.3506 1.09 
46 March 2012 9.25 2.40 15.88 4.3652 1.09 
47 April 2012 9.25 1.80 15.93 4.3760 1.10 
48 May 2012 9.25 1.79 16.42 4.4381 1.11 
49 June 2012 9.25 2.04 16.77 4.4603 1.10 
50 July 2012 9.25 3.00 16.85 4.5484 1.11 
51 August 2012 9.25 3.88 17.03 4.5163 1.10 
52 September 2012 9.25 5.33 17.35 4.5007 1.12 
53 October 2012 9.25 4.96 17.53 4.5583 1.12 
54 November 2012 9.25 4.56 17.95 4.5255 1.12 
55 December 2012 9.25 4.95 18.24 4.4895 1.13 
56 January 2013 9.25 5.97 18.44 4.3793 1.14 
57 February 2013 9.25 5.65 18.82 4.3848 1.15 
58 March 2013 9.25 5.25 19.09 4.3915 1.17 
59 April 2013 9.25 5.29 19.37 4.3802 1.23 
60 May 2013 8.25 5.32 19.86 4.3375 1.12 
61 June 2013 8.25 5.37 20.39 4.4765 1.18 
 
Source: National Institute of Statistics (www.insse.ro), National Bank of Romania (www.bnr.ro) 
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